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Enterprise Funds 
 
Sewerage and Drainage Operating Fund 
 
2005 Cash Balance Statement  
The projected beginning 2005 cash balance of $43.3 million is nearly 29 percent 
below the carryover into 2004.  Although significant cash balances allowed the 
division to maintain 1998 rates through 2002 with no across-the-board increase, 
the 2005 revenue estimate requires a rate increase of 9.5 percent. 
 

 
2005 Revenue Summary  
User fees completely support the operations of the Division of Sewerage and 
Drainage.  Section 118 of the Columbus City Charter empowers the City Council 
to establish separate sewer and water rates to fully cover the cost of service.  
Rates are set to recover the cost of operations; maintenance and debt service, 
and are reviewed annually by the Sewer and Water Advisory Board.  City Council 
must approve all rate increases before they are effective. 
 
One of the city's goals in the rate setting process is to avoid steep increases and 
at the same time to fully meet the needs of the system.  In order to achieve this 
goal, a pro forma operating statement was developed.  This document is updated 
annually to reflect current appropriation levels and adjusted for actual revenues 
and expenditures. 
 
Statements relative to this fund are made on a cash basis, which do not account 
for outstanding end of year encumbrances. A revenue summary chart and a 
description of the major sources of revenue to the sewer enterprise fund are 
provided below. 
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Revenue Notes: 
• The Department is requesting, with the support of the Sewer and Water 

Advisory Board, a 9.5 percent rate increase in 2005.  With this increase, 
revenues, excluding the beginning balance, will total nearly $146 million in 
2005, or nearly 8.4 percent more than the 2004 projection.   Approximately 
$9.2 million of this total is attributable to the increased rate.  

• System capacity fees are assumed to grow by a modest one percent, 
mirroring the small assumed account growth rate.  The system capacity fee 
itself will not increase in 2005.  

• The interest income projection is based on the amount of cash assumed to be 
available in each year for capital projects.  For the purposes of projection, an 
interest rate of two percent is assumed.   
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Sewer Pro Forma Operating Statement  
Presented below is a ten-year pro forma operating statement for the sewerage 
system enterprise operating fund, reflecting sanitary sewer operations only.  A 
separate pro forma statement for storm sewer operations is presented later in 
this document.  Represented is a projection of the sewerage and drainage 
operating fund revenues and expenditures on a cash basis for the period 2003 
through 2014 given certain assumptions as outlined below.  The pro forma 
operating statement is essential to the planning and rate setting processes.   The 
major assumptions upon which the pro forma’s numbers are based are as 
follows: 
 
• The Sewer and Water Advisory Board recommended an across-the-board 

sewer rate increase of 9.5 percent for 2005. 
• Sanitary sales growth is projected at one percent per year from 2005 

throughout the pro forma projection period. 
• System capacity charges are assumed to grow by one percent annually, 

mirroring the assumed growth of the system. 
• Operations and maintenance expenses, excluding health insurance and pro 

rata are inflated at three percent per year.  Insurance costs are inflated by 7 
percent annually, while the projected pro rata in each year is 4.5 percent of 
each year’s projected revenues.  (Note:  As non-insurance personnel costs 
are inflated by only three percent annually, it is assumed that the division’s 
employee strength will not increase over the pro forma period.) 

• Operations and maintenance costs also include pro-rated costs associated 
with the newly organized Division of Operational Support (DOS).  The relative 
percentage of the DOS budget each enterprise division will bear in any given 
year will depend upon the type and beneficiary of projects undertaken by the 
DOS during that year.   

• Equipment costs in 2005 and beyond include an annual allotment to the EPA-
mandated capital replacement fund. 

• Included in the operations and maintenance budget is $6.1 million to pay pro 
rata (payment to the general fund for services provided to the utility divisions 
by general fund agencies); $6.2 million for payment to the Water Division for 
billing services; and $10.3 million for payment of utilities. 

• Proposed new debt is issued in the form of bonds at 4.75 percent in 2005, 
and 5.5 percent thereafter.  The 2005 – 2010 capital improvement plan 
includes over $552 million in bond-funded projects. 

• Debt service for payment of Ohio Water Development Authority (OWDA) low-
interest loans has been included within the appropriate debt schedules.  Use 
of these low-interest monies decrease the debt retirement expenses 
associated with sanitary sewers projects.  Unlike municipal bonds, debt 
service on OWDA-funded construction projects is not paid until construction is 
complete.   The 2005 – 2010 capital improvement plan includes over $399 
million in OWDA-funded projects.   

• The Division of Sewerage and Drainage's capital improvements plan has 
been reduced by 20 percent throughout the pro forma period.  This reduction 
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recognizes the likelihood that actual debt issuance in any given year will not 
reach levels outlined in the capital improvements budget because of 
unavoidable lags in the project planning and implementation process. 

• The Division of Sewerage and Drainage's pro forma statement also assumes 
that all debt will be issued during the second half of the year.  Therefore, debt 
issued in 2005 results in no interest expense until 2006.  The same is true for 
subsequent issues and subsequent years’ expenditures. 
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Electricity Enterprise Fund  
 
2005 Cash Balance Statement  
In 2005, the total volume of electric retail sales, the largest source of revenue in 
the electricity enterprise fund, is projected to increase by 2.75 percent over 2004 
totals.  However, due to the rapidly growing cost of purchase power, revenues 
into the fund are projected to fall below projected expenses.  As such, the 
division may require a transfer from the special income tax (SIT) fund. 
  
At issue are the newly imposed transmission fees, the cost of which the city is 
currently absorbing. The division is working with its consultants and attorneys to 
determine its relative responsibility for these new transmission fees under the 
terms of the current purchase power agreement, which may result in some 
downward adjustment to this transmission fees cost.  Until the outcome of this 
issue is known, the department will assume a worst-case scenario and project a 
need for an SIT transfer. 

 
 
2005 Revenue Summary  
Electricity operating fund revenues fall into two basic categories: revenues from 
the retail sale of electricity and miscellaneous revenues for specific services 
(e.g., operation and maintenance of expressway lighting) and investments. 
 
Statements relative to this fund are made on a cash basis, which do not account 
for outstanding end of year encumbrances.  For that reason, relative percentage 
change calculations for this fund are based on current year receipts only. 
 
A revenue chart and a description of the major sources of revenue to the 
electricity enterprise fund are provided below.  
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Revenue Notes: 
• Revenues, excluding the beginning year cash balance are expected to be 

$63.8 million in 2005, an increase of 6.6 percent over 2004 estimates. 
• Effective May 2001, changes in state law caused the Division of Electricity to 

pay the proceeds of a kilowatt hour tax to the general fund.  At that time, to 
avoid a net reduction in revenue to the division, the general fund reimbursed 
the payments to the electricity operating fund.  However, in 2004, legislation 
was passed that allowed the general fund to keep the kilowatt hour proceeds.  
In turn, the division will receive up to $2.9 million per year from the street 
construction, maintenance and repair fund for street lighting costs and may 
receive additional monies for debt service costs, if needed.  
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Electricity Pro Forma Operating Statement  
During the summers of 1998 and 1999, the Division of Electricity experienced 
sudden increases in purchase power expenses.  During 1998, certain power 
sources in the Midwest were temporarily disrupted through untimely maintenance 
and tornado damage.  In 1999, the situation was further exacerbated by a severe 
nationwide heat wave.  In 1998 and in 1999, the division passed on a portion of 
these costs to customers in the form of fuel adjustment charges.  To hedge 
against a recurrence of these levels of purchase power costs, the division 
entered into contracts to cover most of the peak demand that could be 
anticipated during the summer months in 2000.  During 2000, the division was 
successful in securing favorable, long-term contacts for its purchase power to 
meet its needs into the future.  For 2005, the purchase power projection is $40.6 
million, of which $2.1 million is to cover the aforementioned newly imposed 
transmission fees. 
  
A pro forma operating statement for the electricity enterprise fund is presented on 
the following pages. The following assumptions were used: 
 
• The pro forma assumes operating and maintenance and debt service costs 

for the division’s street lighting program through the entire pro forma period.  
The objective of the program is to install street lighting throughout the city 
without general fund or special income tax support and so will be funded with 
revenues derived from electric retail sales, to the extent possible.   

• Operations and maintenance expenses, excluding health insurance and pro 
rata are inflated at three percent per year.  Insurance costs are inflated by 7 
percent annually, while the projected pro rata in each year is 4.5 percent of 
each year’s projected revenues.  (Note:  As non-insurance personnel costs 
are inflated by only three percent annually, it is assumed that the division’s 
employee strength will not increase over the pro forma period.) 

• Operations and maintenance costs also include pro-rated costs associated 
with the newly organized Division of Operational Support (DOS).  The relative 
percentage of the DOS budget each enterprise division will bear in any given 
year will depend upon the type and beneficiary of projects undertaken by the 
DOS during that year.   

• The largest portion, by far, of the Division of Electricity’s budget is for the 
purchase of electrical power.  In 2005, over $40.6 million is budgeted for this 
wholesale power, which is in turn is sold to the division’s customers.  The 
2005 budget also includes nearly $2.8 million for payment of pro rata and 
over $.6 million for payment of utilities.   

• For purposes of this document, it is assumed that purchase electrical power 
costs will average $43.95 per megawatt hour in 2005, a portion of which 
covers the newly imposed transmission fees.  However, the city is currently 
working with its consultants and attorneys to determine its relative 
responsibility for the new fees under the terms of the current purchase power 
agreement, which may result in some downward adjustment to these costs. 
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• Proposed new bonded debt is conservatively projected.  It is assumed that 
such debt will be directly bonded at 4.5 percent in 2005, 5.0 percent in 2006 
and 5.5 percent thereafter. Details regarding the proposed capital 
expenditures are available in the capital summary section of this document. 

• The Division of Electricity’s pro forma statement also assumes that all debt 
will be issued during the second half of the year.  Therefore, debt issued in 
2004 results in no interest expense until 2005.  The same is true for 
subsequent issues and subsequent years’ expenditures. 
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Water Operating Fund   
 
2005 Cash Balance Statement  
The beginning 2005 cash balance of $30.3 million represents a decrease over 
2004 of 11.2 percent.  

 
 
2005 Revenue Summary  
User fees completely support the operations of the Water Division.  Section 118 
of the Columbus City Charter empowers the City Council to establish separate 
sewer and water rates to fully cover the cost of service.  Rates are set to recover 
the cost of operations; maintenance and debt service, and are reviewed annually 
by the Sewer and Water Advisory Board.  City Council must approve all rate 
increases before they are effective. 
 
One of the city's goals in the rate setting process is to avoid steep increases and 
at the same time to fully meet the needs of the system.  In order to achieve this 
goal, a pro forma operating statement was developed.  This document is updated 
annually to reflect current appropriation levels and adjusted for actual revenues 
and expenditures. 
 
Statements relative to this fund are made on a cash basis, which do not account 
for outstanding end of year encumbrances.  A revenue summary chart and a 
description of the major sources of revenue to the water enterprise fund are 
provided below. 
 
 
 
 
 
 
 
 

City of Columbus 2005 Budget  30-15 



Enterprise Funds 

 
Revenue Notes: 
• The Department is requesting, with the support of the Sewer and Water 

Advisory Board, a 7.25 percent rate increase in 2005.  With this increase, 
revenues, excluding the beginning balance, will total over $107.7 million in 
2005, or almost 7.2 percent more than the 2004 projection.  

• Sewer billing charges are projected to total nearly 6.2 million in 2005 or three 
percent higher than the 2004 projection. 

• System capacity fees are assumed to grow by a modest one percent, 
mirroring the small assumed account growth rate.  The system capacity fee 
itself will not increase in 2005.  

• The interest income projection is based on the amount of cash assumed to be 
available in each year for capital projects.  For the purposes of projection, an 
interest rate of two percent is assumed.   
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Water Pro Forma Operating Statement 
A pro forma operating statement for the ten-year period beginning 2005 is 
presented on the following pages.  The statement is designed to project the 
utility's revenues and expenditures for that period, given certain assumptions and 
is essential to the planning and rate setting processes.  The major assumptions 
upon which the pro forma’s numbers are based are as follows: 
 
• The sewer and water advisory board has recommended a 7.25 percent 

increase in water rates in 2005. 
• Water sales growth is projected at one percent per year, based on a recent 

history of water sales growth. 
• The system capacity charge revenue is projected at one percent growth per 

year, mirroring growth of the system. 
• Interest rates on investments of revenues and reserves are projected to be 

two percent. 
• Operations and maintenance expenses, excluding health insurance and pro 

rata are inflated at three percent per year.  Insurance costs are inflated by 7 
percent annually, while the projected pro rata in each year is 4.5 percent of 
each year’s projected revenues.  (Note:  As non-insurance personnel costs 
are inflated by only three percent annually, it is assumed that the division’s 
employee strength will not increase over the pro forma period.) 

• Operations and maintenance costs also include pro-rated costs associated 
with the newly organized Division of Operational Support (DOS).  The relative 
percentage of the DOS budget each enterprise division will bear in any given 
year will depend upon the type and beneficiary of projects undertaken by the 
DOS during that year.   

• Included in the operations and maintenance budget is $4.8 million for 
payment of pro rata; $8.87 for the purchase of chemicals; and $5.5 million for 
payment of utilities. 

• Proposed new debt is issued in the form of bonds at an assumed interest rate 
4.75 percent in 2005 and 5.5 thereafter. 

• In 1995 and 1996, the City of Columbus issued a total of $62.8 million in 
variable rate debt for Water Division capital projects.  For purposes of this pro 
forma statement, the interest rate on that debt is assumed to be 3.5 percent. 

• The Division of Water's capital improvements budget (CIB) has been 
discounted by 20 percent.  This reduction recognizes the probability that debt 
issued in any given year will not reach the levels outlined in the division's 
capital improvements budget due to unavoidable lags in the project planning 
and implementation process.  By contrast, the capital improvements budget 
ordinance will reflect the division's entire approved plan for 2005.  
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Storm Sewer Maintenance Fund 
 
2005 Cash Balance Statement  
Prior to 1993, the storm sewer maintenance special revenue fund was used only 
to reimburse the sanitary operating fund for stormwater management expenses.  
No expenditures were made directly out of this fund. This arrangement changed 
in 1993, when the storm sewer maintenance fund became the operating fund for 
stormwater management engineering and design, although the sanitary fund is 
still reimbursed for some storm sewer maintenance expenses.  More recently, 
this fund’s designation changed from that of special revenue to enterprise fund.  
This change allowed the division to set aside monies in a reserve fund against 
which contracts could be certified in the absence of bond cash.   
 
The storm sewer maintenance fund will begin 2005 with a cash balance of nearly 
$18.3 million, including the $10 million in the reserve fund.   No additional reserve 
fund transfers are projected at this time.  However, the department will request 
that any surplus revenues, when available, be shifted to that fund. 

  
 
2005 Revenue Summary  
Stormwater maintenance fees provide the vast majority of revenues to this fund.  
In August 1995, the Division of Sewerage and Drainage implemented a new fee 
structure based on the impervious area of a given property, which directly relates 
to stormwater runoff into the storm drainage system.  The stormwater service fee 
is based upon an equitable and consistent rate system, defined in equivalent 
residential units (ERU), where one ERU equals 2,000 square feet of impervious 
area. The fee, as recommended by the Sewer and Water Advisory Board and 
approved by Columbus City Council, was $2.44/ERU per month for 1995.  During 
1995, however, revenues exceeded original projections by nearly 50 percent; a 
result of higher than projected ERU’s, and lower than projected credit 
applications.  For that reason, the sewer and water advisory board recommended 
a rate decrease for 1996, to $1.64/ERU per month.  In 2000, the stormwater rate 
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increased by 35 percent, after 5 years of remaining static.  It was again increased 
in 2001 by 12.5 percent, by 9.5 percent in 2002, and by 5 percent in 2003.  
Statements relative to this fund are made on a cash basis, which do not account 
for outstanding end of year encumbrances.  The following chart summarizes 
actual and projected revenues for the years 2002 through 2005. 
 

 
Revenue Notes: 
• The $24.7 million in revenues to be generated in 2005 is based on a charge 

of $3.21 per ERU, per month. 
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Storm Sewer Maintenance Pro Forma Operating Statement  
• The Storm Sewer Maintenance pro forma operating statement assumes that 

rates will increase by 6.5 percent to $3.21/ERU in 2005. 
• Operations and maintenance expenses, excluding health insurance and pro 

rata are inflated at three percent per year.  Insurance costs are inflated by 7 
percent annually, while the projected pro rata in each year is 4.5 percent of 
each year’s projected revenues.  (Note:  As non-insurance personnel costs 
are inflated by only three percent annually, it is assumed that the division’s 
employee strength will not increase over the pro forma period.) 

• Operations and maintenance costs also include pro-rated costs associated 
with the newly organized Division of Operational Support (DOS).  The relative 
percentage of the DOS budget each enterprise division will bear in any given 
year will depend upon the type and beneficiary of projects undertaken by the 
DOS during that year.   

• The division’s 2005 operations and maintenance budget includes $1,000,000 
for specialized equipment rental. 

• The division's capital improvements plan has been discounted by 15 percent 
throughout the pro forma period.  This reduction recognizes the probability 
that debt issued in any given year will not reach the levels outlined in the 
division's capital improvements budget due to unavoidable lags in the project 
planning and implementation process.   

• The pro forma statement assumes debt issuance amounts of $30.1 million in 
2005, $21.2 million in 2006, $12.7 million in 2007, $4.6 million in 2008, $7.6 
million in 2009 and nearly $12 million in 2010.  Note that these amounts 
reflect the capital improvements plan after the aforementioned discount. 

• This year, for the first time, the storm sewer pro forma includes costs 
associated with the street cleaning function.   These costs were transferred 
from the Public Service Department in 2004 and are projected to total $2.9 
million in 2005.  A three percent growth rate for this program is assumed 
thereafter.  
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